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INTRODUCTION 
 
I am interested in the psychology of 
entrepreneurship—how entrepreneurs think, 
decide to act, and feel. I recently realized 
that while my publications in academic 
journals have implications for entrepreneurs, 
those implications have remained relatively 
hidden in the text of the articles and hidden 
in articles published in journals largely 
inaccessible to those involved in the 
entrepreneurial process. This book is 
designed to bring the practical implications 
of my research to the forefront. 
 
I decided to take a different approach with 
this book and not write it for a publisher. I 
did this because I wanted the ideas to be 
freely available: (1) I wanted those 
interested in practical advice for 
entrepreneurs to be able to freely download, 
distribute, and use this information (I only 
ask that the content be properly cited), (2) I 
wanted to release the chapters independently 
and make chapters available as they are 
finished, and (3) I wanted this work to be a 
dialogue rather than a one-way 
conversation—I hope readers email me 
feedback (positive and negative) so that I 
can use this information to revise the book 
(shepherd@indiana.edu). 
 
In producing the journal articles 
underpinning this book, I have had the 
pleasure of working with many talented and 
wonderful colleagues—they are cited at the 
end of each chapter.   
 
I hope you find some of the advice in this 
book useful. 
 
Warm regards, 
 
Dean Shepherd 
Bloomington, IN 
February 2014 
TABLE OF CONTENTS 
 
Chapter 1: Practical advice on whether to 
act entrepreneurially  
 
Chapter 2: Practical advice on thinking 
about entrepreneurial decisions 
 
Chapter 3: Practical advice on engaging 
values to avoid causing harm  
 
Chapter 4: Practical advice on transitioning 
from trauma to entrepreneurship 
 
Chapter 5: Practical advice for prisoners on 
developing an entrepreneurial career 
 
Chapter 6: Practical advice on making the 
business more entrepreneurial  
 
Chapter 7: Practical advice on whether to 
grow the business 
 
Chapter 8: Practical advice on managing 
new venture survival  
 
Chapter 9: Practical advice on pulling the 
plug on a failing business 
 
Chapter 10: Practical advice on learning the 
most from project failure  
 
Chapter 11: Practical advice on coping with 
business failure 
 
 
 
 
 
 
 
 
 
 
 
  
D.A. Shepherd (2014) Practical Advice for Entrepreneurs. Indiana University. 
 
3 
 
Chapter 1: PRACTICAL ADVICE ON 
WHETHER TO ACT 
ENTREPRENEURIALLY 
 
To be entrepreneurial, we need to act. Being 
an entrepreneur is not just something that 
exists in our heads but occurs in the actions 
we take. Namely, we act on our beliefs that 
we have identified an opportunity. To come 
to this determination, we must first form a 
belief that an idea represents an opportunity 
for someone and then that this opportunity 
for someone represents an opportunity for us 
personally. 
 
Flowing from my research (listed below) I 
offer the following advice for an 
entrepreneur in forming an opportunity 
belief: 
 
1. Is this an opportunity for 
someone?  
To address this question, we need to 
discover or otherwise identify an 
entrepreneurial idea. We can identify 
entrepreneurial ideas by doing the 
following: 
 Engage unique knowledge to 
identify an opportunity. We have 
all travelled different paths to 
reach this point in time. These 
different experiences give us 
unique knowledge, networks, and 
access to information that can be 
tapped to provide insights for 
identifying potential 
opportunities. That is, our 
knowledge can give us access to 
information about markets and/or 
technologies and/or services. For 
example, we may be able to 
identify an opportunity for a 
specific technology based on our 
knowledge of a specific group of 
customers, their demands, and 
how they can be best served. 
Alternatively, given a particular 
market, our knowledge of 
technology or processes may lead 
us to identify an opportunity to 
deliver this market superior 
value. 
 Think structurally to match the 
market and technology. We 
identify potential opportunities 
by matching a new or existing 
technology (or service) with a 
new or existing market. The 
temptation is to make 
determinations about a possible 
opportunity by considering 
matches across the features of a 
technology (or service) and those 
of the market. However, these 
superficial matches (or 
mismatches) can be deceiving. 
To identify opportunities, we 
need to consider the technology 
(service)-market match at a 
deeper level; we need to consider 
the capabilities of the technology 
or those underlying a particular 
service (i.e., the underlying 
benefits it can deliver rather than 
focus on its superficial features) 
and how they match the (latent) 
demand of the market. By 
thinking about the match 
between technologies and 
markets at a structural level, we 
can generate the mental leaps 
necessary for opportunity 
identification. Therefore, 
although we may be reluctant to 
determine that an idea represents 
an opportunity when there is a 
superficial mismatch between the 
technology (or service) and the 
market, those ideas that also have 
a structural match may be the 
most valuable opportunities. 
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 Tap motivation to direct 
attention. We know that when 
we are motivated by a topic or 
event, objects related to that topic 
or event have a way of popping 
out of the background. For 
example, we can hear our name 
referred to in a nearby 
conversation even though we did 
not “hear” any of the words 
leading up to our name being 
mentioned. The same goes for 
opportunities. We can embrace 
our motivations to act as a filter 
allowing information that may be 
particularly important to us to get 
through and information that is 
of little importance to us to be 
ignored. This has the advantage 
of increasing our sensitivity to 
information about opportunities 
that may be of personal interest 
to us (this also addressed in 
personal desirability below). 
 Sometimes, just let the 
environment speak. Although I 
have suggested above that we 
need to engage our knowledge 
and motivation to direct attention 
toward environmental aspects to 
identify opportunities, other 
potential opportunities will be 
signaled by information outside 
our focused attention. That is, 
our perceptual filters often make 
us blind to these potential 
opportunities. Sometimes, it can 
help to “relax” our expectations, 
de-emphasize our motivations (as 
much as this is possible), and 
open ourselves up to prominent 
signals from the environment. 
We allow the environment to 
speak to us, and our attention is 
drawn to these signals. While 
these signals may not relate to 
our knowledge or our 
motivations directly, they may 
indicate an opportunity 
nonetheless. 
 Determine if the entrepreneurial 
idea can deliver a sustainable 
competitive advantage. The 
entrepreneurial idea represents an 
opportunity for a person with the 
knowledge and motivation to 
exploit if it represents something 
valuable (e.g., provides the basis 
for offering customers greater 
value) and rare (i.e., others do 
not have access [or only limited 
access] to the opportunity) and if 
there are limits to the extent that 
others can imitate the 
product/service or substitute for 
its benefits. 
 
2. Is this an opportunity for me?  
After we have identified an 
opportunity for someone, we then 
need to determine whether it 
represents a personal opportunity—
an opportunity for us. To make this 
determination, we need to address 
whether it is personally desirable and 
feasible. 
 Is exploiting this opportunity 
personally desirable? To address 
this question we need to ask 
ourselves about the things we 
want to personally achieve with 
this business (and even life in 
general) and then see how the 
opportunity measures up in 
meeting these needs and wants. 
For example, if we are primarily 
interested in achieving personal 
wealth, our assessment of the 
opportunity’s desirability should 
be highly influenced by its future 
profitability. If we are primarily 
motivated by independence, our 
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assessment of the opportunity’s 
desirability should be highly 
influenced by the extent to which 
the opportunity provides 
autonomy. If we are primarily 
motivated by helping others or 
saving the environment, our 
assessment of the opportunity’s 
desirability should be highly 
influenced by the extent to which 
the opportunity has the potential 
of addressing these issues. 
Therefore, determining the 
personal desirability of an 
opportunity requires considerable 
introspection on what we want to 
get out of the business and out of 
life. If the opportunity is not 
personally desirable, then it is not 
an opportunity for us, and we 
should not act to exploit it. 
 Is exploiting the opportunity 
personally feasible? Different 
opportunities require different 
skillsets and other resources for 
effective exploitation. We need 
to determine what financial and 
human resources we have (and 
can access) and see how well 
they match those needed to 
effectively exploit the particular 
opportunity under consideration. 
When there is a substantial 
deficit of resources needed for 
exploitation or we cannot access 
such resources, then this 
opportunity is not personally 
feasible. Again, determining the 
personal feasibility of an 
opportunity requires considerable 
introspection about what we 
know, what financial resources 
we have, and what resources we 
can access if needed. If the 
opportunity is not personally 
feasible, then it is not an 
opportunity for us, and we should 
not act to exploit it.  
 
3. Which error do you prefer?  
Assessing whether the business idea 
represents an opportunity is 
surrounded by uncertainty. In 
making this assessment, we can be 
wrong in one of two ways. We can 
decide to act on the business idea 
thinking it is an opportunity and be 
wrong, or we can decide not to act 
on the business idea thinking it is not 
an opportunity only to find out that it 
was an opportunity (as a competitor 
exploits it to great success). It is 
worth asking ourselves which error 
is preferable or which one can we 
live with. For example, will you have 
more regrets over the things you did 
(and were wrong) or over the things 
you did not do (and were wrong)? 
Given the uncertainty surrounding 
opportunity evaluation, there is a 
very real chance that we will be 
wrong. Thinking about the 
consequences of both these errors 
can help us make a better decision 
about whether or not to pursue this 
opportunity. 
 
4. Act and reassess  
Believing we have identified an 
opportunity for someone and that 
opportunity is both personally 
desirable and feasible, we act in the 
face of uncertainty and some doubt. 
This entrepreneurial action reveals 
information. It can reveal 
information about the nature of the 
technology or service, market, 
personal desirability, and/or personal 
feasibility. This information can be 
used to modify the nature of the 
current opportunity or terminate its 
exploitation. Entrepreneurial action 
D.A. Shepherd (2014) Practical Advice for Entrepreneurs. Indiana University. 
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may also reveal other opportunities 
that can be exploited in addition to or 
instead of the current opportunity. 
 
Entrepreneurship is about action—acting on 
what one believes to be an opportunity.  To 
form the belief that you have identified an 
opportunity worth acting on you must: (1) 
identify an opportunity for someone by 
relying on your knowledge, motivation, 
signals from the environment, and the 
determine that the idea is valuable, rare, not 
easily copied or substituted; (2) determine 
whether the potential benefits of the 
opportunity are personally desirable and 
whether the requirements for opportunity 
exploitation are personally feasible; (3) 
recognize, given the uncertainty, that there is 
chance of an error—the error of acting and 
being wrong or the error of not acting and 
being wrong—and it helps to know which 
one is likely cause less regret; and (4) reflect 
on feedback from acting on the opportunity 
belief to continue, reformulate, or terminate 
the opportunity. 
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Chapter 2: PRACTICAL ADVICE ON 
THINKING ABOUT 
ENTREPRENEURIAL DECISIONS 
 
We often automatically and unquestioningly 
engage a rule of thumb for addressing an 
entrepreneurial issue. These intuitive 
decisions provide speed and do not overly 
burden our mental resources, but taking 
these mental shortcuts can produce 
undesirable outcomes, particularly when 
dealing with novel situations. When making 
decisions about entrepreneurial issues that 
are particularly novel or highly uncertain, it 
pays to think about our entrepreneurial 
thinking.  
 
Flowing from my research (listed below) I 
offer the following advice for thinking about 
entrepreneurial decisions: 
 
1. Understand ourselves to 
understand what we see 
We do not have the ability to process 
all the information signals about our 
business and the environment in 
which it operates. Rather than 
becoming overloaded and shutting 
down, our mind acts like a filter, 
directing attention to some aspects of 
the environment (i.e., our business 
and the external environment) while 
ignoring other aspects of the 
environment. Everyone’s filter is 
different, and even our own filter can 
change over time. The filter (or 
director of attention) is based on both 
our personal knowledge—directing 
attention to those aspects of the 
environment expected to be 
important—and our personal 
motivation—directing attention to 
aspects of the environment that could 
be highly desirable or undesirable for 
us. It is important to recognize that it 
is the intersection of our mind (i.e., 
knowledge and motivation) and the 
actual environment that gives us our 
mental picture of the environment. In 
turn, it is our mental picture of the 
environment that stimulates and 
informs our decisions and actions. It 
is not the actual environment that 
stimulates and informs our decisions 
and actions because some of these 
aspects are filtered out and not 
processed. 
 
2. When facing a novel 
entrepreneurial issue, activate 
“thinking” resources 
 Thinking about what we know 
about people, tasks, and strategy 
can help us make better 
entrepreneurial decisions. We 
know a lot about ourselves and 
other people in terms of 
strengths, weaknesses, and 
thought processes, and we can 
use this knowledge of people to 
inform our decision making. We 
know a lot about how we use 
information in performing 
various tasks or dealing with 
various events and how access to 
and the use of information are 
influenced by our motivations, 
and we can use this knowledge of 
tasks to inform our decision 
making. Finally, we know a lot 
about what makes an approach to 
a particular problem appropriate, 
and we can use this knowledge of 
approaches to inform our 
decision making. We need to 
actively draw on our knowledge 
of people, tasks, and strategy to 
reduce the chance that we 
misread the situation and 
approach the issue in the wrong 
way. 
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 Tapping into our gut feelings 
can help us make better 
entrepreneurial decisions. We 
have deep levels of knowledge 
that cannot always be directly 
accessed or expressed in a 
“rational” way. However, this 
deep knowledge can come to us 
through intuition or gut feel—our 
emotions tell us something—and 
this gut feel can be used to 
inform our entrepreneurial 
decision making. 
 
3. Think about alternative ways to 
approach the entrepreneurial issue  
There are many ways to approach 
and address an entrepreneurial issue. 
Although we have this knowledge, 
we often do not use it; we frequently 
simply “dive in” with a particular 
approach. When we pause and think 
about the many different strategies 
we have for acquiring and processing 
information and working our way 
through an issue, we can then make a 
more informed choice about the best 
approach for the current issue. 
 
4. Seek feedback 
As we work our way through 
addressing an issue, we need to keep 
our senses open for feedback on how 
we are doing. Does feedback suggest 
we are making progress in 
addressing the issue? We can use this 
feedback to reassure ourselves that 
our current approach is on track or to 
re-evaluate the effectiveness of the 
current approach and change the way 
we attempt to address the issue going 
forward. That is, as we act on our 
initial decision-making approach, we 
generate/reveal new information. 
When we look for this information 
and open our minds to it, we can 
adjust our thinking to make better 
decisions. 
 
5. Ask questions to stimulate 
thinking about an entrepreneurial 
issue 
To encourage ourselves to think 
about entrepreneurial thinking, we 
need to approach an entrepreneurial 
issue by asking the following 
questions: 
 What is the entrepreneurial 
issue all about? What is the 
question? What are the 
meanings of the key factors? 
These comprehension questions 
encourage us to think about 
whether we truly understand the 
nature of the issue before 
beginning to address it. 
Understanding arises from 
thinking about the situation so 
we recognize the issue’s 
existence as well as its nature and 
implications.  
 How is this entrepreneurial 
issue similar to issues I have 
already addressed? Why? How 
is this entrepreneurial issue 
different from what I have 
already addressed? Why? These 
connection questions stimulate 
thinking about the current 
entrepreneurial issue in terms of 
its similarities and differences 
with issues we have previously 
faced and solved. These 
questions force us to tap into our 
existing knowledge and 
experiences without overly 
generalizing them. That is, we 
draw on our experiences with 
similar issues, but we are careful 
not to automatically assume the 
current situation is exactly the 
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same as those we have faced in 
the past. 
 
 What strategy/tactic/principle 
can I use to solve this 
entrepreneurial issue? Why is 
this strategy/tactic/principle the 
most appropriate? How can I 
organize the information to 
address the entrepreneurial 
issue? How can I implement the 
plan? These strategic questions 
stimulate us to think about which 
strategies are appropriate for 
addressing the entrepreneurial 
issue and why. These questions 
prompt us to think about the 
“what,” “why,” and “how” as we 
approach the entrepreneurial 
issue. By thinking about the 
different strategies, we stop a 
reflex response to automatically 
apply an approach or plan that 
may not be the most effective. 
 What am I doing? Does it make 
sense? What difficulties am I 
facing? How do I feel? How can 
I verify the solution? Can I use 
another approach to address the 
entrepreneurial issue? These 
reflection questions are designed 
to stimulate our thinking about 
our understanding and feelings as 
we progress through the process 
of addressing the entrepreneurial 
issue. These tasks prompt us to 
generate our own feedback (i.e., 
create a feedback loop in our 
solution process) to provide the 
opportunity to change. It is useful 
to reflect during action rather 
than simply after we have acted; 
this provides the opportunity to 
use new information to adapt our 
approach to better address the 
entrepreneurial issue. 
 
As entrepreneurs we face many important 
decisions.  We can improve our 
entrepreneurial decision making by thinking 
about how we approach these important 
decisions.  Specifically, we can improve our 
entrepreneurial decision making by: (1) 
recognizing that we filter information such 
that only some of the information about the 
environment is processed, (2) activating our 
thinking resources when facing novel 
situations, (3) thinking about alternate ways 
to address the issue, (4) seeking and using 
feedback to assess progress and adapt if 
necessary, and (5) asking oneself (and 
others) questions to stimulate thinking.  
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Chapter 3: PRACTICAL ADVICE ON 
ENGAGING VALUES TO AVOID 
CAUSING HARM  
 
Like superpowers, entrepreneurship is a tool 
that can be used for good or for evil. 
Throughout our lives, we have built up 
values that can be highly influential in the 
choices we make in running our businesses. 
However, there is a danger: we can play 
some mental games that allow us to do bad 
things without considering ourselves bad 
people. For example, we may value the 
natural environment yet pursue opportunities 
that harm it. The key is to catch ourselves 
playing these mental games of self-
deception so we do not act in ways that 
violate our values. 
 
Flowing from my research (listed below) I 
offer the following advice for engaging 
values in opportunity exploitation decisions: 
 
1. Mental games that deceive us into 
violating our values  
 Deceptively reducing the harm 
from our conduct. Before we act 
in ways that cause harm, we may 
try and convince ourselves that 
our actions are acceptable 
because they serve a larger 
purpose. In this way, we deceive 
ourselves by thinking we are 
good despite doing bad things. 
We facilitate this self-deception 
by using language and labels that 
hide the harm or even put a 
positive spin on it. By using a 
neutral (or even positive) label, 
we are trying to minimize the 
harm created by our actions. We 
can also deceptively attempt to 
minimize the harm from our 
entrepreneurial actions by 
comparing them to the more 
harmful actions of others. In 
framing our actions relative to 
more harmful actions, we attempt 
to deceive ourselves that our 
actions are not very harmful and 
even positive in a relative sense. 
Therefore, by attempting to 
frame our actions in terms of a 
“greater good,” using positive 
spin to describe our actions, and 
comparing our actions with those 
that cause greater harm, we are 
playing a mind game to try and 
release us from the obligations of 
our values. We need to recognize 
these attempts to circumvent our 
values and make sure we engage 
our values in making important 
entrepreneurial decisions. 
 Misplacing responsibility for the 
harm. We sometimes avoid 
conflict with our values by 
hiding or minimizing our role in 
the harm caused. We can do this 
by convincing ourselves that we 
had little choice but to undertake 
the action: if it is not within our 
control, then we cannot hold 
ourselves responsible for the 
outcome. We may also convince 
ourselves that we are only one 
person of a management team 
that makes the decision. This 
diffusion of responsibility allows 
us to think of ourselves as good 
despite our business doing bad 
things. By ignoring the harm we 
create or somehow discounting 
or distorting its impact, we can 
let ourselves “off the hook” for 
our harmful actions. By 
misplacing responsibility for the 
harm we create by our actions, 
we deceive ourselves in a way 
that allows us to act in ways that 
violate our own values. Don’t be 
tricked by these self-deceptive 
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attempts to obfuscate 
responsibility for the harm; we 
need to use our values to guide 
our entrepreneurial decisions and 
actions. 
 Blaming the victims. We 
sometimes avoid conflict with 
our values by devaluing the 
victims of our actions, whether 
those victims are the individuals 
most impacted by our actions or 
the natural environment. We can 
do this by categorizing victims 
into a group of lesser worth, in 
which case the harm is 
considered less, or by blaming 
the victims themselves for their 
own circumstances, in which 
case we believe they are getting 
what they deserve (also serving 
to absolve us of responsibility). 
We deceive ourselves by blaming 
the victims in order to 
inappropriately justify acting in 
ways that violate our own values. 
When we find ourselves blaming 
the victim, we need to recognize 
this as a sign of self-deception 
and re-double our efforts to use 
our values in the entrepreneurial 
decision process. 
 
2. Be on guard when you believe you 
can make a difference 
 We are vulnerable to violating 
values when we have a strong belief 
that we can achieve entrepreneurial 
success. When we believe we have 
the ability to be successful in 
exploiting opportunities, we are 
more susceptible to the mind games 
that deceive us about opportunities 
that will cause harm if exploited. We 
are driven to use our abilities (what 
we believe we are good at), and if 
our values stand in the way of taking 
such actions, we tend to use mind 
games to avoid our values and act on 
opportunities that cause others harm. 
Therefore, the entrepreneurial tasks 
and opportunities we believe we can 
successfully execute are the very 
tasks and opportunities for which we 
need to be extra vigilant to engage 
our values to guide our decisions and 
actions. 
 We are vulnerable to violating 
values when the environment is 
hostile. When an environment is 
hostile there are few opportunities to 
act, and thus our decision of whether 
or not to act on a specific 
opportunity is going to be 
particularly impactful (compared to 
an attractive environment where 
opportunities are plentiful). Indeed, 
in hostile environments, we are 
particularly vulnerable to using mind 
games to deceive ourselves in order 
to act on the opportunity even if it 
causes harm. Therefore, in hostile 
environments, we have to be 
particularly mindful to engage our 
values in our entrepreneurial 
decisions to act. 
 
We have values and these values are meant 
to guide our important decisions.  For 
example, most of us value the natural 
environment and these values should 
influence our thinking such that we do not 
act on opportunities that are going to cause 
harm.  But we have an ability to play mind 
games such that we can disengage our 
values and deceive ourselves that our actions 
will not cause harm or the harm will be 
minimal (or even beneficial).  We are 
particularly vulnerable to these mind games 
when we have a strong belief in our ability 
to successfully exploit opportunities and 
when the industry is hostile.  But it is in 
these times that we need to be extra vigilant 
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to ensure that we engage our values in our 
decisions about whether or not to pursue 
opportunities that might cause harm. 
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Chapter 4: PRACTICAL ADVICE ON 
TRANSITIONING FROM TRAUMA TO 
ENTREPRENEURSHIP 
 
Unfortunately, many people are injured 
sufficiently bad enough that they cannot 
continue their current career; they face the 
challenges of both dealing with a traumatic 
injury and losing the career they loved. This 
includes military personnel injured in 
combat, professional athletes or performers 
who experience career-ending injuries, and 
others whose injuries preclude them from 
continuing with their beloved career. The 
normal career advice about career 
progression just doesn’t seem to apply.  
 
Flowing from my research (listed below) I 
offer the following advice for people who 
have faced traumatic ends to their careers: 
 
1. Trauma shatters our fundamental 
assumptions 
Injuries that necessitate a major 
career change can have a profound 
impact on us; they can shatter our 
fundamental assumptions that the 
world is a kind and meaningful place 
and that the self is worthy. When 
these assumptions of the world and 
self are shattered, we feel helpless 
and vulnerable. This is a tough place 
to be, and loved ones have a hard 
time helping us. Although it may 
provide little comfort to those in this 
space, these shattered assumptions 
and feelings of helpessness are 
normal—they occur for many people 
who face a traumatic event. 
Rebuilding these shattered 
assumptions is key before we can 
make any career-related progress; 
these assumptions provide the 
foundation upon which we can build 
a new career.  
 
2. Rebuild shattered assumptions as 
a foundation for a new career 
Our career and identity are 
inextricably intertwined. When we 
lose our career, we lose a part of our 
identity, often a large part. Under 
these circumstances, we face both 
the direct loss associated with injury 
and the indirect effects of a loss of 
identity. Recovery needs to start by 
rebuilding our fundamental 
assumptions about the world and the 
self. We can do this by creating a 
story about our self and our situation. 
By constructing a story about our 
past, we are able to give the injury 
and the need for career change some 
meaning. As we develop 
understanding through the creation 
of a more plausible story, we are able 
to re-establish our beliefs that the 
world is a kind and meaningful place 
and that the self is worthy of good 
things. However, creating a story 
that provides meaning and a basis for 
re-establishing fundamental 
assumptions is easier said than done. 
Next, I provide some advice for 
taking on this important but difficult 
challenge, 
 
3. Dis-engage but then re-engage  
After facing a traumatic incident, a 
story explaining the event is not 
going to come easily nor 
immediately. We need to take some 
time to recover from our injuries as 
well as to distract ourselves from 
thinking about the event and even 
from thinking about the future. We 
need to hang out with friends who 
can help distract us from the event 
and its negative consequences. 
However, after a period, we need to 
begin to re-engage. We must re-
engage with our own thoughts to try 
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and make meaning from what 
happened to us and why it occurred. 
We should tell others our story to 
inform our narrative and adapt it 
based on feedback. It will become 
more plausible. This is tough work, 
and we may require some periods of 
rest—distraction—before once again 
working on the story. The more 
plausible the story, the more it helps 
to re-establish our fundamental 
assumptions of the world and the 
self—the foundation necessary 
before we can make career-related 
progress. 
 
4. Seek self-employment to overcome 
career obstacles  
Self-employment is often an 
attractive career alternative for 
people who face large career 
changes, especially those 
necessitated by injury. Self-
employment is often attractive 
because it does not have many of the 
obstacles to people living with 
injuries and disabilities that 
employees face. Self-employment 
gives greater flexibility for dealing 
with physical limitations and perhaps 
also for accommodating treatment 
and rehabilitation. However, this 
entrepreneurial career choice can 
provide other psychological benefits, 
such as the need for autonomy, a 
need that could have been 
heightened by the traumatic event 
(e.g., following orders led to the 
injury) or heightened by the period 
of treatment and physical 
rehabilitation (e.g., how constantly 
following orders from doctors and 
nurses to address the injury led to 
decreased feelings of autonomy).  
 
 
5. Pursue your passion  
Entrepreneurship enables us to 
pursue our passion. In turn, the 
pursuit of passion enables us to bring 
energy and enthusiasm to crafting 
our entrepreneurial business, thereby 
helping us begin to establish a new 
highly desirable (to us) career. We 
often hear about following our 
passion, but the termination of our 
previous career affords us the 
opportunity to pursue this passion 
more than people who are somewhat 
locked into their career path despite 
not being highly passionate for it. I 
realize it is quite an optimistic 
perspective to say that the closing of 
one door opens another door when 
an injury is so traumatic, but behind 
most major threats are also 
opportunities if we are willing to 
identify, nurture, and pursue them.  
 
6. Think more deeply about your 
career experiences  
We have established considerable 
knowledge from our previous careers 
and have perhaps also gained some 
knowledge from our experience 
coping with the traumatic event. 
How this knowledge applies to a new 
entrepreneurial career might not be 
immediately apparent. Indeed, on the 
surface, the knowledge that we have 
and that required by the new career 
might seem completely different. 
However, a change in perspective 
can help with this. We need to think 
more abstractly (i.e., at a higher 
level) about the source of our 
knowledge (e.g., past career and/or 
coping with the injury) and about the 
target of that knowledge (i.e., our 
new business). For example, on the 
surface, there are few skills 
transferable from the previous role of 
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sniper in the Army and a new role as 
entrepreneur. However, at a more 
abstract level, there are many skills 
that are transferable, such discipline, 
commitment to excellence, attention 
to detail with the operational 
effectiveness of equipment, and 
dealing with adversity. As we are 
able to see the link between our past 
and our new career and see how our 
knowledge, skills, and experience are 
transferable, we will gain more 
confidence in developing our new 
career. Confidence goes a long way 
in directly overcoming obstacles and 
in convincing potential stakeholders 
to provide their critical resources. 
 
7. Please seek help from others 
My advice does not substitute for the 
help of loved ones, friends, and 
professionals. People want to help 
you. Often, however, they do not 
know how to help. Hopefully the 
points above can form the basis for 
discussions, but, please, if you feel 
things are getting to be too much for 
you, reach out to someone—reach 
out to a professional. There is 
nothing wrong with receiving help 
when going through a tough time. 
 
A traumatic event can lead to the loss of a 
valued career and a sense of identity.  Under 
these circumstances we need to rebuild our 
fundamental assumptions about the world, 
others, and ourselves.  We also need to 
alternate between periods of engaging with, 
and disengaging from, the traumatic event to 
develop a plausible story of the past as a 
basis for building a positive future.  We 
recognize that self-employment helps us to 
both overcome some of the major physical 
and psychological barriers faced by 
employees and facilitate the pursuit of our 
passions.  To pursue self-employment as a 
career we need to think more deeply about 
our previous career (knowledge, experience 
and skills) and about how it might be 
applied to an entrepreneurial career. To 
successfully make the transition to self-
employment will require help from others; 
make the most of people who are willing 
and able to help.  
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Chapter 5: PRACTICAL ADVICE FOR 
PRISONERS ON DEVELOPING AN 
ENTREPRENEURIAL CAREER 
 
One day, you will be released from prison. 
Release from prison represents a great 
opportunity for a new life. You can create a 
new (and happy) post-prison life by using 
your time in prison to build an 
entrepreneurial mindset as a foundation for 
an entrepreneurial career. You can construct 
an entrepreneurial career to suit your 
knowledge, to do something you enjoy, and 
to overcome many of the constraints that 
exist with employment. I recognize that 
constructing an entrepreneurial mindset is 
not easy. Indeed, some of the steps I offer 
below are going to be incredibly tough. On 
the flip side, however, the benefits to you 
could be immense.  
 
Flowing from my research (listed below), I 
offer the following advice for those in prison 
about creating an entrepreneurial career: 
 
1. What you do matters  
Although being convicted of a crime 
and being incarcerated in prison can 
make you feel that you have little 
control over your life, giving into 
these feelings of helplessness can 
have a detrimental effect. If what 
you do does not matter, then you are 
merely a victim of circumstance and 
are solely at the mercy of other 
individuals. In contrast, if you 
believe what you do matters, then 
you have some control over what 
happens to you—you can change 
things for the better and not be solely 
dependent on other people. To do 
this, you need to develop an 
entrepreneurial mindset, which 
involves the following:  
 Take responsibility for the past. 
Undoubtedly, there are other 
things and people that 
contributed to your imprisonment 
(perhaps even bad luck), but to 
develop an entrepreneurial 
mindset, it is important not to 
dwell on the “external” causes of 
your situation but to focus on 
your own decisions and actions. 
By taking responsibility for your 
bad situation, you can start to 
gain strength—you are no longer 
just a victim of others or of 
destiny. You have control over 
what happens to you (which will 
be important as you think about 
the future). In addition, by taking 
responsibility, you gain a better 
understanding of why the event 
leading to your imprisonment 
happened so you can learn from 
it. We all make mistakes; the 
important thing is to learn from 
them. You can’t do that if you 
solely blame others. 
 Believe that you have control 
over the future. There are 
challenges to pursuing any career 
after prison. These certainly 
represent constraints. However, 
you can overcome constraints—
indeed that is what entrepreneurs 
do all the time. Telling yourself 
(and letting yourself believe) that 
you can control what happens in 
your life and that you will be 
successful in the future after 
prison is not a lie. In fact, the 
more you believe it is true, the 
truer it becomes. If you believe 
you will be successful, you will 
act in ways that make it true, and 
you will overcome obstacles to it 
happening. This is not psycho-
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babble; there are thousands of 
studies that show personal belief 
enhances performance. You can 
develop this belief by following 
the previous point—taking 
responsibility—and the next 
point. 
 Expect the future to be good. It 
might be tough to expect that the 
future will produce good things 
for you when many bad things 
have happened in the past. I also 
realize that expecting good things 
could lead to even greater 
disappointment if bad things 
happen. However, by taking 
responsibility for the past, you 
have a better understanding of 
why things happened and how 
they can be avoided in the future. 
By believing you have control 
over what happens to you in the 
future, you can work to achieve 
your desired career and life. 
Expecting the future to be good 
frees your mind of the baggage 
associated with stress and worry, 
so you can be more creative; you 
can be more entrepreneurial in 
the way you think about your 
career and life. 
 
2. Discover an opportunity that 
excites you  
Discovering business ideas is 
exciting, but opportunities rarely 
appear fully formed simply waiting 
for someone to pick them up. So, 
how do we find these opportunities? 
 Think about the past. Based on 
earlier points, you should already 
be thinking about how your 
actions could have led to 
different outcomes. Thinking 
about the past helps reveal what 
is unique about you—your 
unique experiences and skills. It 
also provides insight into what 
motivates you—what gives you 
satisfaction. Reflections about 
your unique knowledge and 
motivation can lead to the 
generation of many business 
ideas, ideas that not only 
motivate you but that you are 
also potentially capable of 
pursuing. 
 Redefine problems as 
opportunities. On the flip side of 
a problem or a threat is an 
opportunity. Think about the 
problems and threats you have 
faced. Given that you recognize 
that you have control over the 
things that happen to you, what 
opportunities can you construct 
from your experiences? If you 
experienced these problems or 
threats, then others might also 
and would benefit from a 
solution to them. 
 Open your mind. As you begin 
to take responsibility for the past 
and think more positively about 
the future, you need to take the 
opportunity to release your mind 
from negative feelings and 
thoughts. By relieving yourself 
of negativity, your mind opens 
up to creating and exploring 
opportunities for the future. Here 
is a chance to see things that 
were previously closed to you. 
 
3. Pursue an opportunity 
Now that you have identified an 
opportunity, put your energy toward 
exploring, developing, and 
modifying it further. This is an 
exciting thing to do. What is 
interesting is that you were only able 
to come up with this opportunity 
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because you changed your mindset 
by taking responsibility for past 
mistakes, believing you have control 
over the future, and expecting the 
future to be positive. However, 
pursuing the opportunity (even if 
only in your mind at the current 
time) provides a number of benefits. 
It means that your thoughts and 
actions now (even though still 
somewhat constrained) are providing 
the basis for a positive future. There 
is something to do now and 
something to look forward to when 
out of prison. Certainly working on 
your opportunity now can help you 
cope with prison life and even make 
productive use of what would 
otherwise be wasted time. 
Obviously, you can’t pursue the 
opportunity in prison as well as you 
could if you were outside, but you do 
have the time to think it through. 
Indeed, the more you can talk about 
your idea with others, the more 
refined the idea will become. Don’t 
be too worried about someone 
stealing your idea. Discussing the 
idea is far more likely to help you 
improve it and may even start 
building support with potential 
customers, suppliers, and/or partners. 
You might be surprised by how 
others enjoy talking about an 
opportunity—something positive—
especially if they can help. 
 
Developing an entrepreneurial mindset can 
be the basis for creating a successful post-
prison career.  To develop an entrepreneurial 
mindset it is important to recognize that 
your actions matter.  You can start to 
develop this entrepreneurial mindset by 
taking personal responsibility for what has 
happened in the past, establishing a belief 
that you have control over your future, and 
believing that the future will be good.  You 
still need to find or create an opportunity, 
which can be done by thinking about the 
past, seeing problems and threats as 
opportunities, and opening your mind to 
positive thoughts and feelings.  Once you 
find or create an opportunity, pursue it—
while still in prison think about its 
possibilities, talk it through with others, and 
take steps towards exploiting it.  Good luck! 
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Chapter 6: PRACTICAL ADVICE ON 
MAKING THE BUSINESS MORE 
ENTREPRENEURIAL 
 
Today’s business environment is traveling at 
a high velocity.  Product lifecycles are 
shortening, there is greater competition, and 
customers are expecting more.  As managers 
we are uncertain about what the market and 
industry will look like in the future and we 
are under constant pressure to seek out new 
opportunities.  To deal with uncertainty and 
identify and exploit fleeting opportunities 
we need to make our businesses more 
entrepreneurial.  Orienting our businesses to 
be more entrepreneurial is even more critical 
for some businesses than others. 
 
Flowing from my research (listed below) I 
offer the following advice on how to make 
the business more entrepreneurial: 
 
1. It pays to be entrepreneurial 
As small business managers, we are 
focused on improving firm 
performance. We can do this by 
orienting our business—its decision 
making, strategies, and people—to 
be more entrepreneurial. For our 
small business to be more 
entrepreneurial, we need to do the 
following:  
 Be more innovative. When 
managing our business to be 
more innovative, we need to 
encourage the generation of new 
ideas, especially highly novel 
ideas. New ideas are often 
generated by experimenting with 
new products, new markets, 
and/or new processes. Some (or 
many) of these ideas will be 
discarded, but others will 
represent important innovations 
for the business, innovations that 
help us adapt to the environment, 
beat out competitors, and 
enhance performance. Although 
being innovative can generate 
novelty, it still requires our firm 
to act on these innovations, to 
which I now turn. 
 Be more proactive. We need to 
develop capabilities and a 
preparedness to anticipate and act 
on opportunities. This requires 
fast decision making and a 
readiness for change. It requires 
us to pioneer—to be the first to 
offer new products, implement 
new processes, and/or enter new 
markets. Therefore, it is about 
being first and leading rather 
than following competitors. 
 Bear more uncertainty. Pursuing 
business ideas is not without risk. 
When we invest resources (e.g., 
time and money) in the pursuit of 
what we believe is an 
opportunity, it is possible for us 
to be wrong—we may not being 
pursuing an actual opportunity 
after all. There is considerable 
uncertainty surrounding the 
decision to pursue what is 
believed to be an opportunity, 
and we risk the loss of resources 
if things don’t pan out. To be 
entrepreneurial, we have to be 
prepared to “bear” this 
uncertainty and risk losses 
because the upside potential of 
one of these ideas working is 
(hopefully) considerable. We do 
not have to love uncertainty or 
seek risk, but we have to be 
prepared to act in the face of this 
uncertainty. We need to be 
prepared to break away from the 
tried and tested to explore the 
unknown. 
 
D.A. Shepherd (2014) Practical Advice for Entrepreneurs. Indiana University. 
 
20 
 
2. Orienting toward 
entrepreneurship is even more 
important in dynamic 
environments  
On the one hand, the environment 
surrounding our business can be 
highly dynamic (i.e., unpredictable 
with continuous changes in market 
demand). On the other hand, the 
environment can be relatively stable. 
A more entrepreneurial orientation is 
important in dynamic environments 
because it helps us identify and 
pursue opportunities generated by 
environmental changes. However, a 
highly entrepreneurial orientation is 
even more important in stable 
environments, where opportunities 
are less “available” and have to be 
generated or created by the business. 
In an environment where 
opportunities are less available, 
being entrepreneurial takes on added 
importance and can be particularly 
useful in helping distinguish our 
business from competitors. 
 
3. Orienting toward 
entrepreneurship helps overcome 
resource constraints 
The benefits of a more 
entrepreneurial orientation are 
enhanced by having extra financial 
resources. These “slack” financial 
resources help fund the 
experimentation and probes into new 
products and markets that underpin 
our entrepreneurial actions. 
However, a high entrepreneurial 
orientation is even more important if 
our small business has few slack 
resources. With few slack resources, 
we can’t buy our way into a winning 
position but have to think and act our 
way beyond these constraints by 
being entrepreneurial. Indeed, 
necessity really is the mother of 
innovation. 
 
4. Make the most of market and 
technological knowledge 
By recruiting individuals with 
market knowledge onto our team, 
our business can benefit in a number 
of ways. It creates a deeper 
understanding of customer problems, 
the solutions to which can represent 
important opportunities, and it 
provides greater insights into the 
value of generated business ideas. In 
addition, by understanding ways to 
serve markets, we can form more 
effective marketing strategies for our 
new products/services. We can also 
use technological knowledge to offer 
new product benefits, enhance value 
to customers, and/or drive down 
costs. However, it’s not just about 
recruiting key team members but 
about developing and harnessing the 
collective market and technological 
knowledge of those in our business. 
Even though increasing our 
business’s knowledge base improves 
performance, we can magnify these 
benefits by also increasing our 
entrepreneurial orientation. That is, 
although knowledge helps us identify 
business ideas and evaluate them, we 
need to be able and willing to grasp 
and exploit these opportunities—
namely, we need to make the most of 
our market and technological 
knowledge. An entrepreneurial 
orientation puts us in a position 
where we can make the greatest use 
of our market and technological 
knowledge.  
 
 
 
5. Expect more project failures 
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With a high entrepreneurial 
orientation, we are more innovative, 
proactive, and willing to take risk 
with the projects we create and 
decide to exploit. Although some 
projects will be successful, others 
may fail. We must accept higher 
rates of project failure as we become 
more entrepreneurial, realizing that 
by minimizing the costs of failure 
and learning from failure experiences 
across our portfolio of projects, our 
firm will perform better overall. 
 
To be successful in most industries we need 
to make sure that our businesses are 
entrepreneurial in their orientation.  This 
means that the business is innovative, takes 
risks, and is proactive.  An entrepreneurial 
orientation for the business is more 
important when the environment is 
constantly changing than when it is 
relatively stable—it helps the business adapt 
to changes in the environment and perhaps 
helps drive some of those changes.  Being 
entrepreneurial can also help us overcome 
resources constraints.  While financial 
resources can fund the experimentation that 
facilitates entrepreneurial action, an 
entrepreneurially oriented business can also 
overcome existing resource constraints by 
thinking about resources in a different way 
and combining and recombining available 
resources.  Obviously knowledge of the 
market and technology/processes is 
important for achieving high business 
performance, but its benefit is magnified if 
the business is also entrepreneurial.  But we 
need to recognize that as we become more 
innovative, take more risks, and are more 
proactive in uncertain environments some of 
our projects will fail.  Project failure is part 
of the entrepreneurial process.  So long as 
we learn from our project failures and limit 
their costs, the business will benefit from 
being more entrepreneurial over the 
portfolio of all the entrepreneurial projects. 
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Chapter 7: PRACTICAL ADVICE ON 
WHETHER TO GROW THE BUSINESS 
 
Creating and running a business can be very 
rewarding, but it can also lead to 
considerable frustration. We become 
frustrated when our business does not 
deliver the benefits that we want. This can 
happen because we pursue a goal that we 
assume we want (e.g., business growth) only 
to find out that we wanted a different 
outcome (e.g., to maintain independence and 
control of our business). On the other hand, 
we may know what we want (e.g., to grow 
the business) but lack the resources and/or 
opportunities to achieve the desired 
outcome. It is best to avoid such frustrations. 
 
Flowing from my research (listed below), I 
offer the following advice for entrepreneurs 
considering growing their business: 
 
1. Determine the true motivations for 
running the business  
We may unquestioningly assume that 
our motivations for our business are 
the same as they are for everyone 
else: grow the business to maximize 
personal wealth. However, not 
everyone desires to grow their 
business. It is worth thinking about 
what we want to achieve through the 
business as opposed to simply 
assuming that growth will deliver it. 
Do we enjoy the independence of 
running our business more than, for 
example, the promise of personal 
wealth? If we do highly value the 
independence and flexibility 
afforded by being in control, then 
perhaps high growth may be taking 
us further away from what we truly 
enjoy about the business. High 
growth means that the business is 
becoming larger, which often 
requires delegating decisions to 
others and accessing equity capital to 
fund capital improvements and 
working capital. Both these actions 
to achieve growth can reduce our 
feelings of independence: we are not 
in control of all decisions and now 
need to answer to investors/co-
owners. However, if we are 
interested in growing a large 
business, then these obstacles to 
control do little to dampen our 
motivation. So, we need to be sure 
we know our primary motivation. 
Motivation can help make things 
happen. If we are highly motivated 
to grow our business, then it is more 
likely to grow. I say “more likely” 
because for the motivation to 
become a reality, we still need 
resources and opportunity, to which I 
now turn. 
 
2. Reflect on the ability required to 
grow the business 
Motivation to grow our business is 
important, but it is not enough to 
ensure it happens. We have to be 
able to identify and exploit 
opportunities to grow our business 
and have the ability to address the 
many growing pains that arise. These 
abilities are represented by our 
education and experience. 
 Education can help us achieve 
desired growth. Although we 
normally think of education as 
somewhat divorced from 
practical reality, it does provide 
us some thinking skills—ways of 
approaching and solving 
problems. With more education, 
we have greater ability to harness 
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our motivation and point it in a 
direction that can help us achieve 
this desired outcome.  Of course, 
however, knowledge can come 
from sources other than school—
namely, from our experience, to 
which I know turn. 
 Related experience can help us 
achieve desired growth. 
Experience in dealing with 
business challenges certainly 
helps us overcome some 
obstacles to enable us to achieve 
business growth. It could be 
start-up experience that provides 
knowledge about acting on 
opportunities under uncertainty; 
organizing new processes, 
norms, and stems; and managing 
role conflict. It could be 
management experience that 
provides knowledge of managing 
resources, enhancing efficiency, 
and dealing with stakeholders. It 
could be experience with 
managing a rapidly growing 
business, which provides 
knowledge, for example, about 
grasping opportunities for growth 
and dealing with the firm’s 
“growing pains.” The knowledge 
provided by some or all of these 
experiences can help our 
motivation to grow the business 
become a reality. 
 
3. Access the financial resources 
needed to grow the business  
Growth requires financial resources: 
cash to fund capital expansion, hire 
new people, and launch new 
products and/or launch into new 
markets. Financial resources also 
provide the slack necessary to 
experiment to find/create new 
business opportunities. Without cash 
or rapid access to it, the ability to 
achieve growth will be reduced, thus 
obstructing the achievement of this 
desired outcome. 
 
4. Assess the industry 
Although our personal motivations 
and abilities go a long way in 
explaining the outcomes we achieve, 
the environment also has an impact. 
Some industries are relatively static, 
providing few opportunities for new 
products/services or less access to 
new markets. In contrast, some 
industries are highly dynamic and 
have changing demand, which opens 
up growth opportunities for those in 
that industry. A dynamic 
environment provides the market 
conditions for us to be able to 
achieve our desired growth outcome. 
 
5. Motivated but unable to grow the 
business 
If we are highly motivated to grow 
our business but lack the ability to 
create and manage growth, then we 
are likely to experience frustration. 
To overcome this frustration, we 
need to either change our motivation 
(e.g., control rather than grow the 
business) or increase our ability to 
grow the business. For example, we 
either need to gain some personal 
experience with another person’s 
start-up and/or fast-growing business 
or hire a person with this experience. 
Doing so will increase our ability to 
grow the business and thus achieve 
our desired outcome. Similarly, 
bringing on a partner who can 
provide cash for the business will 
help us overcome our own 
insufficient financial resources to 
enable the business to grow. Finally, 
if the industry is relatively stable, 
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then perhaps we need to look at 
entering another industry, an 
industry that is more dynamic. 
 
6. Think about which type of growth 
is desirable and feasible 
We often think of business growth as 
just one outcome, but there are many 
different types of growth (e.g., 
growth in sales, employees, assets, 
and profits), and achieving one does 
not mean we will achieve the other. 
It is important to know which type of 
growth we want because our 
abilities, our access to resources, and 
the conditions of the target industry 
will have a different impact on 
whether we achieve that outcome.  
 
 
Although we may automatically assume that 
we want to grow our business, we need to 
make sure deep down this is our primary 
motivation. If growth is our primary 
motivation, we need to make sure we have 
the abilities (i.e., education and experience), 
financial resources, and a dynamic 
environment to facilitate the realization of 
our growth aspirations. If we are motivated 
to grow the business but lack some of the 
resources or opportunities to make it 
happen, then we are likely to feel frustrated. 
We can overcome frustration by resetting 
our motivation to something that is more 
achievable and/or building resources and 
changing industries. Finally, recognizing 
that there are many different ways in which 
a business can grow and that the drivers 
differ for each type, we need to be specific 
about the type of growth we are motivated to 
achieve and whether we have the resources 
and opportunities to achieve that type of 
growth. 
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Chapter 8: PRACTICAL ADVICE ON 
MANAGING NEW VENTURE 
SURVIVAL 
 
We face a number of internal and external 
challenges when managing a new venture 
that we do not face when managing a well-
established firm. Internal challenges arise 
largely because our team members have 
little or no experience working together, 
which contributes to the need to create and 
learn new roles and the need to create new 
routines, norms, and procedures. These 
particular challenges often negatively impact 
the efficiency and reliability of the new 
venture’s output. External challenges arise 
because as the manager of a new venture, 
we need to learn about the new external 
environment, and external stakeholders need 
to learn about us before they are willing to 
offer their support. The challenges arising 
from our business being new mean that we 
face a higher risk of failure than do 
managers of more established (older) firms. 
By recognizing the unique challenges we 
face as new venture managers, we can focus 
our attention on resolving these challenges 
to improve the chances that our firm will 
survive.  
 
Flowing from my research (listed below) I 
offer the following advice for increasing the 
chances of new venture survival: 
 
  
1. Reduce customers’ ignorance of 
you 
When we launch a new venture, 
customers may be uncertain about 
our business and its offerings. 
Although customers may feel some 
attraction to the novelty of our 
business, they may have a stronger 
aversion to doing business with 
someone who is so uncertain to 
them. It is important that we make 
efforts to reduce customers’ 
uncertainties about us. We need to 
disseminate information about the 
venture, the management team, and 
our product offerings—for example, 
through informative advertising and 
personal selling. This information 
dissemination will not only help 
reduce customers’ uncertainty about 
us but also gives us the opportunity 
to begin to build trust in the 
relationship. We could also reduce 
the risk associated with customers’ 
ignorance of us by forming an 
alliance with a known player in the 
industry. Potential customers would 
no longer be totally ignorant about us 
as a group (alliance entity), and as a 
new venture, some of the partner’s 
status may rub off on us (i.e., if we 
associate with a high-status firm, 
customers may put us in a similar 
high-status category). Although there 
are costs associated with these and 
other attempts to reduce customers’ 
ignorance of our new venture, it is 
important that we find a way to do so 
to enhance our chances of survival. 
 
2. Reduce your ignorance of 
production 
A new venture assembles a team of 
people who may have little 
experience working with each other. 
This newness means that roles may 
not be clearly designated, conflict 
may arise, and there is not 
necessarily the information or 
communication channels needed to 
resolve these situations. The team 
might be operating new production 
technologies or operating under 
different operating procedures. As a 
result of this newness, production 
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can suffer, leading to lower-quality 
products/services. As new venture 
managers, we need to reduce this 
novelty of production, or we face the 
potential loss of customers and make 
failure more likely. Novelty of 
production can be reduced by putting 
the production process together 
before launch to work out as many 
kinks as possible, by hiring people 
who have worked together in the 
past, and/or by focusing energy on 
training. Although each of these 
steps can be costly, they can help 
reduce the mortality risk associated 
with production. Forming an alliance 
with a production company can also 
reduce these upfront costs from 
production novelty.  
 
3. Reduce ignorance of management 
When managing a new venture, 
things will almost never turn out as 
expected. Knowing how to detect 
and respond to change will help our 
new venture maintain a good fit with 
its environment. This knowledge can 
be brought to the venture by 
managers with experience in “start-
ups,” with experience in the new 
venture’s industry, and/or with 
previously developed management 
and leadership. This management 
knowledge will help the new venture 
identify future opportunities, develop 
an informal organizational structure, 
manage conflict between employees 
and other stakeholders, and manage 
cash flow. In turn, this will reduce 
the new venture’s risk of mortality. 
This management knowledge can be 
acquired by recruiting managers who 
have these desired attributes and by 
managers’ learning quickly on the 
job. 
 
 
4. Watch (and take care of) your 
financials 
Not only do the financials of our 
business reflect our management of 
the organization and inform what 
strategies are working and which are 
not, they also send a signal to outside 
stakeholders that can help build our 
credibility with them. If our new 
venture is seen as more credible by 
our stakeholders, it will receive more 
of their support. Although the 
following can be thought of as 
important for all firms, it is even 
more important when managing a 
new firm: 
 Keep up your liquidity. By 
maintaining a high level of 
liquidity, we ensure that we can 
“cover” short-term financial 
obligations. Maintaining high 
liquidity provides us a margin of 
error to deal with unexpected 
problems. It also provides some 
comfort for external stakeholders 
and helps overcome the 
perceived risks associated with 
supporting a new firm—a firm 
without a track record. Therefore, 
when our firm is new, it is 
particularly important that we 
maintain high liquidity. Without 
it, we may not be able to 
effectively respond to 
unexpected changes in the 
environment or be able to secure 
the support of key stakeholders, 
either of which could lead to firm 
failure. 
 Keep down your debt. As we 
increase the new venture’s debt, 
there are greater claims on the 
business’s future cash flows, and 
there is a decreased ability to 
raise additional capital at a good 
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price. Low debt provides us a 
cushion should we face some 
major hiccups, and external 
stakeholders realize that with low 
debt, we have more options to 
deal with the unexpected. With 
high debt, we are running our 
business with little ability to deal 
with the unexpected, and we will 
also find it harder to convince 
stakeholders that we are well 
positioned for future success.  
 Don’t “sacrifice” profit for 
growth. Sometimes, we are told 
to sacrifice profit for growth 
under the belief that growth now 
will deliver profits in the long 
run. This is a very risky strategy. 
Making profits early as a new 
venture is particularly important 
because it enables us to bootstrap 
the firm from internally 
generated funds. Therefore, we 
should look for opportunities that 
we can quickly exploit to 
generate cash and that quickly 
pay back our investment in them. 
We may also need to keep 
growth in check to make sure we 
enhance the profitability of the 
firm. 
 
5. Trial by fire  
Some new ventures are born into 
highly protective environments, such 
as in more munificent environments 
where opportunities are abundant or 
as a subsidiary under the protection 
of a parent organization. Although 
managing a new venture under more 
hostile conditions is tough, there is 
some good news. The tough initial 
conditions mean that we have to be 
lean, learn, and respond quickly. 
These survival skills we acquire in 
the early days of the firm (if we do 
indeed survive) will mean that we 
are better equipped to deal with 
future environmental challenges than 
those who had a more protective 
initial environment, and we may also 
in a better position to cope than those 
large established organizations. 
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9: PRACTICAL ADVICE ON PULLING 
THE PLUG ON A FAILING BUSINESS 
 
We are taught from a very young age that it 
is important to persist. Even when we face 
substantial obstacles or other adverse 
conditions, by persisting, we can overcome 
these obstacles, and conditions can change 
so that we ultimately achieve success. 
However, sometimes our persistence can be 
costly and even disastrous. We create a firm 
to pursue what we believe is an opportunity, 
but we may find that we are losing money 
over time. Although we should pull the plug 
on the business, we often find that we persist 
despite poor performance. Below, I offer 
some advice about “pulling the plug” on a 
poorly performing business. 
 
Flowing from my research (listed below) I 
offer the following advice for an 
entrepreneur to pull the plug on a failing 
business: 
 
 
1. Throwing good money after bad  
Sometimes, despite our best efforts, 
our venture’s performance 
deteriorates such that it makes losses. 
Perhaps conditions will change, and 
firm performance will turn around, 
but this will only happen if we 
persist with the business. However, 
there’s the chance that performance 
will not turn around. In this case, 
persisting means that we invest more 
of our personal wealth (or increase 
personally guaranteed debt) in the 
business, which increases personal 
losses should the firm eventually 
close. Persisting after realizing firm 
closure is highly likely is financially 
costly. That is, we are “throwing 
away good money after bad.” There 
are a number of conditions under 
which we are particularly vulnerable 
to persist with our firm despite its 
poor performance. By highlighting 
these conditions we can hopefully 
diminish their influence on 
terminating the firm sooner (which 
provides for a quicker financial 
recovery from business closure). 
 
2. Don’t persist to justify previous 
decisions  
We originally made an important 
decision to enter into the business 
having believed that it was an 
attractive opportunity—that the 
business would deliver a host of 
benefits, including profits. Now that 
we face information that the business 
is not attractive, we may think the 
decision to terminate may be seen as 
a repudiation of our original 
decision. Most people like to be seen 
as consistent and competent. Thus, 
the decision to terminate is a hard 
one because we look inconsistent 
(i.e., we decided to get in, and now 
we are getting out) and we feel 
incompetent, not to mention how it 
looks to our loved ones, friends, and 
business acquaintances. This need to 
justify our previous decision to get 
into the business and therefore 
persist with the poorly performing 
business is magnified by specific 
conditions, which leads to the 
following pieces of advice: 
 Don’t factor in previous 
investments. We invest a lot 
more than money into our 
businesses, including time, 
energy, and a large part of our 
identity. This helps to create a 
strong attachment between us 
and the business—a bond that is 
tough to break. This strong 
attachment clouds our decisions 
about whether it is the right time 
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to pull the plug on the business. 
We need to consider what 
investment is required now and 
what performance will be like 
tomorrow and try (as hard as it is 
to do) not to consider the 
investments we have already 
made (i.e., sunk) into the 
business. Place great emphasis 
on the resources (e.g., time, 
energy, access to financial 
resources) you have available 
now and whether they will get an 
adequate return and try not to 
focus on what has already been 
sunk into the business. 
 Create alternate opportunities. 
We do not make decisions in 
isolation but choose between the 
alternatives we have at our 
disposal. If we have not created 
viable alternatives to the current 
business, it might not matter how 
poorly it is performing and how 
much money we are losing; we 
are likely to persist. To create a 
situation in which we can pull the 
plug on our poorly performing 
business, we need to be on the 
lookout for (and/or create) career 
alternatives to the current 
business. These alternatives may 
not be ideal, but to the extent 
they satisfy some of our 
psychological needs for 
competence, autonomy, and 
belonging, they may be 
something we are willing to 
switch to—at least for a period 
during which we can recover 
from the business closure to 
eventually pursue our next 
entrepreneurial endeavor. 
3. Be aware of your past successes  
When we have achieved business 
success in the past (with this 
business or previous businesses), we 
are even more reluctant to admit to 
ourselves and others that the current 
business needs to be closed. Indeed, 
previous success has a tendency to 
make us overconfident in our ability 
to turn the current business around. 
Ironically, this can make the business 
failure (when it comes) more costly 
than it needed to be through the costs 
of additional persistence. The key 
here is to leave past successes in the 
past and to make the termination 
decision based on current facts. 
 
4. Be aware of cheerleaders  
Most of the time, it is great to be 
surrounded by other organizational 
members who have an optimistic 
perspective and a strong belief in 
your business’s ability to achieve 
success. However, these people can 
also encourage persistence despite 
poor firm performance and therefore 
increased accumulation of losses. 
Indeed, a group of cheerleaders can 
be very persuasive, which is all the 
more dangerous in these 
circumstances. It requires additional 
clarity and strength to see through 
the hype and decide to close the 
business in the presence of 
cheerleaders. We have to be extra 
vigilant to not be seduced by 
cheerleaders, assess the merits of 
pulling the plug on the business 
based on the facts, and not be 
influenced by their irrational 
exuberance. 
 
5. The financial hole is deeper when 
not motivated by money  
Most of us who create businesses do 
it not just for the money but for other 
benefits, such as gaining 
independence, creating something 
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from new, and so on. To the extent 
that we are motivated by the tasks of 
running the business rather than the 
financial rewards as an outcome of 
the business, we are more susceptible 
to the biases that encourage us to 
persist (and to rack up additional 
financial losses). The key here is not 
necessarily to change our motivation 
but to recognize vulnerability, try to 
counter these biases, and try harder 
to find an alternative to the current 
business that provides at least some 
of the pleasures that we derive from 
running the current business. For 
example, if you are motivated by 
independence, then create 
alternatives that provide at least 
some autonomy in how tasks get 
done. 
 
6. Financial cost but emotional gain 
Persisting despite recognizing that 
the business will eventually fail is 
financially costly. The deeper we dig 
ourselves into a financial hole, the 
longer it will take to financially 
recover from the failure. However, 
some delay on pulling the plug on 
the business may actually help our 
overall recovery. Some delay allows 
us to anticipate the failure and 
therefore emotionally prepare for its 
eventuality. With emotional 
preparation, the closure event does 
not have as big a negative emotional 
impact. We can recover more 
quickly—we can learn more quickly 
from the experience and can more 
quickly regain the motivation to try 
again (or at least move on to the next 
big project in our lives). The key is 
to use the time of persistence to 
emotionally prepare for the failure 
and then terminate quickly to 
minimize the financial losses. 
 
Despite our best efforts there is a chance that 
our business will perform below 
expectations and the best course of action is 
to close it down.  Although it is tough to 
close down your own business, if we do not 
do it then we are “throwing good money 
after bad” digging ourselves into a deeper 
hole. To avoid losing more money on the 
failing business we need to make our 
decisions without trying to justify previous 
decisions, without consideration of previous 
successes, and without being influenced by 
cheerleaders in the business. We are 
particularly vulnerable to these biases when 
our motivation for the business is primarily 
driven by the non-financial benefits of 
running a business.  Although delay is 
financially costly, some delay can help us 
emotionally prepare for the failure, which 
helps us recover from the failure when it 
eventually arrives. 
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Chapter 10: PRACTICAL ADVICE ON 
LEARNING THE MOST FROM 
PROJECT FAILURE 
 
When we act entrepreneurially, we exploit 
projects that offer new products and/or open 
up new markets. However, given the 
uncertainty surrounding the newness of 
entrepreneurial actions, some of these 
projects will not work out as expected and 
thus fail. The key to entrepreneurial action is 
to learn from project failures.  
 
Flowing from my research (listed below), I 
offer the following advice for learning the 
most from project failure: 
 
  
1. Learn from failure but keep the 
tuition low  
Failure is a possible outcome for any 
or all of our entrepreneurial projects 
and represents an opportunity to 
learn to ultimately enhance firm 
performance. However, we also need 
to keep the costs of failure low. We 
can do this by designing and 
implementing low-cost probes (or 
experiments or options) that reveal 
information about whether it is best 
to proceed with full project 
exploitation or to terminate. We must 
be willing to terminate those projects 
that do not show sufficient promise 
and redeploy resources to those 
projects that do show promise. By 
taking a portfolio approach, we 
maximize the opportunity to learn 
from our failures and transfer that 
new knowledge to other projects. In 
addition, while the number of project 
failures might be relatively high 
(compared to a less entrepreneurial 
organization), we are able to keep 
the costs of failure low while 
benefiting from the upside potential 
of other projects. 
 
2. Recognize that learning from 
failure is not instantaneous or 
automatic 
There is truth behind the claim that 
we learn more from our failures than 
our successes. Failure generates 
negative emotions (i.e., grief), which 
feels uncomfortable. To remove this 
discomfort, we allocate attention to 
the event. To the extent that we can 
explain why it happened, we are able 
to remove these negative emotions, 
and in the process, we learn 
something that will likely be 
valuable in subsequent 
entrepreneurial projects. However, 
learning from failure takes time and 
involves a process. Therefore, we 
cannot expect wisdom to come to us 
fully packaged; rather, through 
openness to feedback from our 
actions, we come to make sense of 
our project failure experiences. We 
need to be patient, however. 
Learning from failure takes time and 
engages a process like the one I 
suggest in the points that follow. 
 
3. Feel grief over the loss of the 
project 
Our projects are important to us 
because they provide many benefits. 
A specific project may enable us to 
make the most of our knowledge, 
experience, and skills, and/or it may 
provide us an opportunity to improve 
our knowledge and skills. A specific 
project may also provide us with a 
lot of autonomy in which tasks we 
do and how we do them as well as 
provide the basis for feeling part of a 
team with strong relationships with 
other members. It is because a 
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project is important to us that we feel 
grief (i.e., negative emotions) when 
it fails. In turn, this grief can obstruct 
our learning from the experience. We 
need to recognize, however, that 
things will get better. As the old 
saying goes “time heals all wounds,” 
and the bad feelings generated from 
project failure will eventually 
dissipate—we will recover. 
Nonetheless, the timing of recovery 
depends on how we approach the 
failure, to which I now turn. 
 
4. Talk about the loss 
By focusing on the loss represented 
by the failed project and talking 
about it with ourselves and others, 
we are able to reflect on the events 
leading up to the project failure. This 
allows us to create a plausible story 
for why the project failed. By talking 
about the events and the story behind 
the project failure, we are able to ask 
questions, get feedback, and create a 
more plausible story, all of which 
enhances learning from the 
experience. 
 
5. Watch out for too much talking 
Despite helping construct a plausible 
story of the failure, talking about the 
failure can impact our emotional 
state. In the short run, talking about 
the failure helps reduce our negative 
feelings arising from the project 
failure (i.e., reduces grief). It feels 
good to unburden ourselves of our 
negative thoughts and energy. 
However, such an intense focus on 
the project failure can be emotionally 
exhausting. If we keep it up for too 
long, we are likely to start feeling 
worse (rather than better). Therefore, 
talking about the failure makes us 
feel better in the short run but can 
make us feel worse in the long run. 
 
6. Alternate between engaging and 
disengaging 
Although talking about the project 
failure can initially help, we need to 
have periods in which we disengage 
our thoughts from the project failure. 
Distracting ourselves from the 
project failure and working on 
addressing the negative 
consequences of the event can help 
recharge our emotional batteries for 
another round of talking about the 
failure to construct a better 
understanding. That is, taking a rest 
from talking and thinking about the 
failure could put us in a better 
emotional state to return to the task 
of building the plausibility of our 
story. The more we can alternate 
between engaging with and 
disengaging from the project failure 
over time, the better we will feel and 
the more we will learn. 
 
7. Be kind yourself after project 
failure 
Although we often display kindness 
to others whose projects fail (or are 
going through a tough time), we are 
often overly harsh on ourselves when 
things go wrong. Harsh self-
evaluations exacerbate negative 
emotions, decrease confidence in our 
ability to be successful in subsequent 
projects, and demotivate us from 
trying again. By showing ourselves 
kindness after project failure, we are 
not “letting ourselves off the hook” 
but are simply recognizing that we 
have made mistakes, we are going 
through a tough time, and we will 
learn and grow through the 
experience. 
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8. Engage with others 
We often isolate ourselves from 
others after project failure, but doing 
so often exacerbates our negative 
feelings about the failure (e.g., 
loneliness) and removes us from 
others who can serve as important 
sources of both information about 
the failure and of resources for 
recovery from it. Rather than 
isolation, we need engagement. We 
can do this by recognizing that like 
you, all people experience failure. 
Discussions about failure are more 
likely to create stronger bonds than 
weaken them. 
 
9. Keep emotions in balance 
It is important that we neither ignore 
the negative feelings we have nor 
become consumed by them. We can 
keep our emotions in balance by 
oscillating between thinking about 
the project failure and engaging in 
unrelated tasks that generate positive 
emotions, e.g., going to a football 
game with friends. The positive 
emotions can help keep the negative 
emotions in check. 
 
10. Normalize failure or 
commemorate it 
Businesses differ in how they treat 
project failure. Some see project 
failure as a natural part of the 
entrepreneurial process; they act as 
though it isn’t a big deal. When 
working in such environments, the 
experience of project failure will 
generate fewer negative emotions (if 
any). That is, we won’t feel as bad 
about project failure when working 
in an organization that normalizes 
failure. However, the fear that often 
comes with taking emotion out of 
project failure is that it might also 
take the emotion out of project 
development and exploitation, thus 
making project failure more likely. It 
is better to feel emotion because 
emotion signals that something 
important has happened, motivates 
learning, and provides the energy 
required for entrepreneurial success. 
This is why some organizations 
commemorate failure by offering 
those involved with the project the 
opportunity to come together, 
recognize that the project has finally 
gone, reflect on their time together, 
and hopefully begin to learn from the 
experience and emotionally prepare 
to move on. Just because the 
outcome was not as expected does 
not mean there were not many 
positives generated by the project. 
We need to focus on those positives 
as well as reflect on how mistakes 
can be avoided next time around. 
 
By acting entrepreneurially, we are likely to 
experience some project failures. Because 
we can potentially learn more from failures 
than successes, project failures represent an 
opportunity to gain new knowledge to help 
with future projects. However, learning from 
failure can be obstructed by the negative 
emotions that arise from the loss of a project 
that is important to us. We can learn more 
quickly from failure if we regulate our 
emotions by alternating periods of talking 
about the loss with periods of distraction and 
working on other aspects of our lives. We 
can also reduce the negative emotional 
obstruction to learning by being more self-
kind, engaging with others, and keeping 
emotions in balance. The business in which 
we work can also impact our emotions and 
thus our learning from the failure 
experience. Although normalizing failure 
reduces the negative emotions generated 
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from failure, it can also eliminate the 
emotions we invest in our projects and 
therefore often makes project failure more 
likely. Fortunately, some businesses help us 
regulate our grief over project failure by 
offering wakes, which helps us learn from 
the failure experience.  
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Chapter 11: PRACTICAL ADVICE ON 
COPING WITH BUSINESS FAILURE 
 
Business failure provides a painful 
disruption to our lives (and the lives of our 
loved ones), but it also provides us the 
opportunity to reflect, learn, and change our 
course of action. The old saying “Whatever 
does not kill you makes you stronger” 
applies to business failure. Enduring, 
recovering, and learning from business 
failure makes us stronger (but unfortunately 
not overnight), and we can work our way 
toward a positive future.  
 
Flowing from my research (listed below) I 
offer the following advice for an 
entrepreneur of a failed business: 
 
1. Recognize that negative feelings 
over business failure are normal  
 Most individuals experience 
negative emotional reactions 
when they lose something 
important, and businesses are 
certainly no exception. When we 
admit to having negative feelings 
after business failure, we are 
simply acknowledging that the 
business lost was important. In 
fact, recognizing that our own 
negative emotional reaction to 
business failure is normal helps 
alleviate other forms of stress 
(e.g., being hard on yourself for 
emotional “weakness”) and helps 
overcome obstacles to seeking 
and receiving help from others 
(e.g., reduces embarrassment and 
other thoughts and feelings that 
isolate us from those who can 
help). 
 
 
 
2. Take initial steps to protect your 
esteem   
 Reflect on those less fortunate. 
As bad as things are for us after a 
business failure, there are people 
facing worse. In the short run, 
thinking about those facing 
greater hardship can put our own 
suffering in perspective and thus 
help us feel a little better. 
However, continued reliance on 
this “downward social 
comparison” can be detrimental 
because it makes the bad things 
that can happen to good people 
more salient, so we start to 
believe that the world is a more 
malevolent place and that we 
have little control over what 
happens to us. This “learned 
helplessness” inhibits the sort of 
proactive thinking and actions 
necessary for recovery. 
Therefore, in the short run, 
downward social comparison can 
help us feel better, but it is 
important to then shift our focus 
to our own situation and to those 
who inspire us to be better—
perhaps someone who has 
bounced back from business 
failure. 
 Distract attention away from the 
failure. Thinking about the 
failure is emotionally exhausting. 
Distractions can alleviate this 
exhaustion and recharge 
emotional reserves by helping us 
take our mind off the failure and 
generating some positive 
emotions. For example, by going 
to a football game with friends, 
our attention is redirected from 
the failure event (which 
generates negative emotions) to 
“present events” that hopefully 
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generate laughter, joy, and 
happiness (even for a moment). 
Such positive distractions are 
important because they “undo” 
the negative emotions and 
thereby help free us from our 
emotional funk. Of course, it 
doesn’t need to be a football 
game; it could be a movie, a hike 
in the woods, or a play session 
with the kids. 
 Blame others and/or bad luck. 
By blaming others and/or things 
beyond our control (e.g., bad 
luck) for the failure, we are able 
to avoid attributing the bad 
outcome to our actions. This 
blaming strategy represents a 
way of maintaining a positive 
self-impression, which provides 
some comfort when facing 
difficult circumstances. That is, 
when all else seems to be 
crashing down (during and in the 
immediate aftermath of a 
business failure), it is necessary 
to “save” something, which in 
this instance is our ego.  
Although this works in the short 
run, as I detail below, in the long 
run, we need to move beyond 
blaming others to regain control 
of our lives and learn from the 
failure experience. 
 
3. Move to take responsibility 
 Blame yourself. Although 
blaming others and/or bad luck 
may stem the tide of negative 
feelings in the immediate 
aftermath of a business failure, in 
the longer run, such an approach 
can be detrimental. That is, if we 
think that others are to blame for 
the failure, then there is little 
incentive to learn from the event; 
there is not much we could have 
done differently. Similarly, by 
attributing important outcomes to 
bad luck, we are essentially 
throwing our hands in the air, 
admitting that we have no control 
over important things that happen 
to us. With no learning and no 
control, there is little motivation 
to take the steps necessary to 
move on. By eventually turning 
the spotlight on the self, we can 
start to really consider how we 
could have acted differently and 
begin to regain control over our 
life. This learning and these 
feelings of control are both 
necessary to move on from the 
failure toward a positive future. I 
say “eventually” because, as I 
just mentioned, blaming others 
provides a necessary respite to 
survive the initial avalanche of 
negative consequences resulting 
from failure. However, as things 
begin to settle down, a focus on 
the self is necessary to inform 
and motivate a positive future. 
 
4. Learn from the failure experience 
 Move back and forth between 
engaging with and disengaging 
from the failure. There are 
advantages and disadvantages to 
engaging with failure (i.e., 
thinking and talking about the 
loss) as well as to disengaging 
from the failure (i.e., distracting 
and rebuilding). To have the best 
of both worlds and learn from the 
failure experience, we need to 
oscillate (i.e., move back and 
forth) between the two. We all 
differ to the extent that we feel 
comfortable engaging or 
disengaging from failure. Some 
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will feel more comfortable 
talking about the loss but may 
need more help taking some 
“time out” from the business 
failure to recharge their batteries, 
undo negative emotions, and start 
to rebuild foundations for 
moving on. Others will feel more 
comfortable disengaging from 
the failure but may need help 
reflecting and talking about the 
failure to deal with their 
emotions and build a plausible 
story for the failure. However, by 
moving back and forth between 
engaging and disengaging with 
the failure, we are able to recover 
more quickly and learn more 
from the failure experience. 
 Engage by talking about the 
loss. By talking about the events 
leading up to the failure, we can 
begin to create a plausible story 
for why the failure occurred. 
Understanding the “why” of the 
failure helps to reduce some of 
the negative feelings about the 
event. As time passes, the story is 
created and improved upon to 
become more plausible both 
within our own mind and to those 
with whom we interact. 
 Disengage by not talking about 
the loss. Although talking about 
the loss helps build a plausible 
story that will ultimately help us 
recover from the emotions of 
failure in the short run, reliving 
the events can trigger additional 
negative feelings than can build 
and generate additional distress. 
Therefore, at a certain point, it is 
important to stop talking about 
the failure. There are a number of 
other actions we can take to 
further ease distress in the short 
run, but if these coping 
mechanisms are used for an 
extended period, they can also 
create problems (as detailed 
below). 
 Disengage to rebuild 
foundations for the future. 
When a business fails, that 
failure is the main stressor, and it 
can be a lot to deal with. 
However, business failure also 
creates a whole series of other 
issues that must be dealt with. 
For example, you may need to 
sell your family home, find new 
accommodations, apply for 
unemployment benefits, look for 
a new job, and so on. Turning 
attention to these new issues not 
only helps distract attention away 
from the failure, but solving 
these new issues means that the 
failure itself no longer looms as 
large. That is, when we deal with 
some of the issues generated by 
business failure, our thoughts of 
the failure may no longer be as 
emotionally devastating. In 
particular, to the extent that we 
are able to create an attractive 
alternative to the failed business 
(e.g., obtain a new job or start a 
subsequent venture that helps 
satisfy the need to use and 
develop skills and knowledge, 
provides some autonomy to make 
decisions and take action, and 
provides a sense of camaraderie 
with others), then the hurt 
associated with the business 
failure will eventually begin to 
fade into the background of our 
consciousness.  
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5. Seek help from others.  
 Some of these steps are difficult 
to achieve. Friends and family 
can be an important source of 
support in the aftermath of a 
business failure—they can help 
us achieve the above steps and 
transition between steps. I 
encourage you to reach out to 
them. You may encounter 
additional complications to the 
business failure as well as 
emotional reactions to it, so in 
the recovery process and under 
these circumstances, I highly 
recommend professional help. It 
takes courage to seek help. When 
in trouble, reach out to someone. 
 
As entrepreneurs we face the possibility that 
our businesses will fail.  We can learn from 
our failures but it is not easy.  To help with 
the recovery process we need to: (1) 
recognize that our negative emotional 
reaction is quite normal for those 
experiencing business failure, (2) take initial 
steps to protect our self-esteem but realize 
that while these steps are helpful in the short 
term they can be detrimental in the longer 
run, (3) take responsibility for the failure as 
a basis for regaining control over one’s life, 
(4) learn from the failure experience by 
regulating emotions through moving back 
and forth between engaging with, and 
disengaging from, the business failure event, 
and (5) seek help from others. 
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